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SOLOMON ISLANDS 


Summary 


The Solomon Islands' economy has made a steady recovery 
from its sharp drop of 1975 due to low copra prices. In- 
creased production of timber and fish have largely counter- 
balanced the continuing depression of the copra industry. 
The resulting diversification of the economy lessens the 
influence of individual commodity prices, and should thus 
help stabilize economic growth. 


A major commitment of U.S. grant aid has set the stage 
for the Solomon Islands' independence in July 1978, free 
from encumbering external debt. 


The independence constitution has been announced and has 
won the endorsement of the Solomon Islands business com- 
munity, particularly the provisions on citizenship and land 
ownership which had been awaited with some concern. 


U.S. investment remains welcome and the government receptive 
though few resources other than bauxite, timber and fish 
have been proven. 


While there is a growing market for single purchase items, 
bulk U.S. exports to the Solomons remain hampered by diffi- 
cult shipping arrangements. 





TABLE I 
KEY ECONOMIC INDICATORS - SOLOMON ISLANDS 
VALUES IN US$ THOUSANDS 


Fiscal Year = % Change 

Calendar Year 1974 1975 1976 75 to 76 
(1) 

Exchange Rate: «4936 -7955 -9205 

US$ 1.00 = $A(2) 

INCOME, PRODUCTION, & EMPLOYMENT 


GDP, Current Prices (est.) 65,423 59,408 64,096 


GDP at 1975 Prices (est.) 75,236 59,408 61,532 


GDP Subsistence Component (est.) 
1975 Prices 32,199 29,720 27,197 


GDP Market Component (est.) 
1975 Prices 44,865 29,698 34,335 


Commodity Exports, 1975 Prices 28 ,096 14,910 20,171 
Labour Force 14,184 N/A N/A 


MONEY & PRICES 
Deposits 10,409 
Loans and Discounts 6,984 


(Consumer Price Index (1970=100) 157.1 


BALANCE OF PAYMENTS AND TRADE 
AID Receipts (4) 4,000 5,100 7,500 
Balance of Payments 7,700 =- 3,500 4,700 
Trade Balance 2,700 -13,000 =- 3,100 
Exports (FOB) 26,300 15,600 23,600 


To U.S. (American Samoa) 1,209 791 2,297 


Imports (CDV) 23,600 28,600 26,700 
From U.S. 671 L422 1,135 


Percentage change is calculated on Australian dollar figures. Due to ex- 
change rate movements, this percentage will not correspond to one computed 
from the U.S. dollar figures given in the table. 


On October 24, 1977, the Solomon Islands introduced its own currency, the 
Solomon Dollar, which initially will be on par with the Australian backed 
by Australian guarantees. 


Subsistence production value is based on a 1969 survey inflated by a price 
index. The percent change is therefore relatively meaningless. 


Primarily from U.K., also from Australia, New Zealand and UNDP. 





BACKGROUND 
Recent Developments: 


The Solomon Islands has been self governing since January 
1976 and, following the successful completion of constitu- 
tional talks in London, is scheduled to become independent 
on July 7, 19378. The items of major concern during the 
London negotiations, citizenship, land ownership, and 
financial aid, were resolved to the satisfaction of both 
parties and in a manner which augers well for the stability 
and progress of the new nation. Minority groups, particu- 
larly Gilbertese and Chinese, have been guaranteed citizen- 
ship upon application. Land ownership has been reserved 
for Solomon Islanders, alleviating a widespread political 
concern, while an adaptable system of long term leases will 
make land available for commercial development. The consti- 
tution, particularly the land ownership and citizenship 
provisions, has been welcomed by both the resident and 
foreign based business communities. 


In place of the concessional loan aid granted in previous 
years, the U.K. has agreed to provide 26 million pounds 
(US$44 million) as grant aid over the first four years of 
independence, enabling the Solomon Islands to attain nation- 
hood free of large initial debts. 


Economy: 


The Solomon Islands' economy consists of two distinct enti- 
ties, the subsistance and market sectors. Approximately 90% 
of the population lives in rural and isolated settlements, 
obtaining food by root crop gardening and fishing, and 
having relatively little involvement in the cash economy. 
The market economy is dependent on primary commodity produc- 
tion for export, mainly timber, fish, and copra. Smaller 
amounts of cocoa, palm oil and spices are exported, while 
rice and cattle production is intended for internal markets. 


National Development Plan: 


In 1975, the government introduced a five year National 
Development Plan designed to accelerate progress towards po- 
litical independence and economic self reliance with the 
following major targets: 





increase in GDP of 20% over the life of the plan 


b) reduction of population growth to 2% from the 
current 3.4% 


c) local ownership of 25% equity in large commercial 
enterprises 


d) elimination of aid support for the recurrent budget 
by 1981 


e) introduction of a national currency 
+) government participation in commercial banking 


A two year review of the plan has found its progress in im- 
plementing the goals to be encouraging. The currency, the 
Solomon Islands Dollar, was introduced at par with the 
Australian dollar in October 1977. A Monetary Authority 
has been established to manage the nation's capital flow. 
Notable achievements have been made in the production of 
palm oil, rice, fish and timber. 


CURRENT ECONOMIC SITUATION AND TRENDS 
Recent Economic Growth: 


The GDP statistics in Table I ard preliminary estimates, and 
the subsistence component is crudely estimated. Thus, the 
figures should be regarded only as a rough indication of re- 
lative performance in successive years. 


The market economy is highly sensitive to world commodity 
prices and decisions by aid donor countries, mainly the U.K. 
In 1976, commodity exports comprised 59% of the market GDP 
while aid receipts totaled 21% of the market sector. 





TABLE II - EXPORTS OF MAJOR COMMODITIES Figures in Constant 
1975 U.S. Doilars 
(1) 


1974 1975 % Change 76/75 
FISH (MT) 9,212 4,709 
(US$,000 4,956 Bg 2 GS 
TIMBER (1000 M) 221 208 
(US$ ,000) Dios 3,997 
COPRA (MT) 215064 ZN emt 23,025 
(US$ ,000) 11,960 5,859 3,948 
PALM OIL (MT) = 3,799 
(US$ ,000) = L,sis 
MARINE SHELLS (MT) 318 533 606 14% 
(US$ ,000) 109 204 219 25% 


COCOA (MT) lil 160 125 21% 
(US$ ,000) 86 141 218 79% 


(1) Percentage change is computed on the actual Australian 
dollar figures, and due to fluctuating exchange rates 
does not agree with changes in listed U.S. dollar 
figures. 


High copra prices in 1974, and attendant increased production, 
led the economy to a record level of production. 


The 1977 plunge in copra prices, combined with a poor fisheries 
catch, severely impacted the economy, resulting in a 34% decline 
in the Market GDP. In 1976, the increased production of timber 
and fish, and the new agro industry output of rice and palm 
oil, offset a further decline in copra production and led to a 
substantial recovery throughout economy. As can be seen in 
Table III, fish and timber, have supplanted copra's position of 
economic primacy while, as a group, production of the major 
three commodities has maintained its importance to the economy. 
This diversification will shield the economy somewhat against 
drastic fluctuations in a single commodity price. 





TABLE III 


Percentage of Market GDP 


FISH 
TIMBER 


COPRA 


Ceopras: 


Historically, copra has been the major cash product of the 
Solomons with production evenly divided between plantations 
and small holders. The currently depressed prices have re- 
tarded production to a marked extent. However, copra remains 
a vital crop due to its economic importance as a subsistence 
food commodity and its status as the only cash crop for much 
of the rural population. As 77% of the coconut palms in the 
Solomons have not reached the fully bearing stage, substan- 
tial production increases are probable given any rise in the 
copra price. 


Fisheries: 


Solomon Taiyo, a joint venture between the government and a 
Japanese firm, supplies both local and Japanese markets and 
has been steadily improving its facilities during its four 
year history. A second fishing base, an additional freezing 
facility, and a cannery have been added in the last two years. 
With the exception of 1975, when a sharp drop in the harvest 
occurred due to the migrational vagaries of skipjack tuna, 
Solomon Taiyo has also been steadily increasing its catch. 
With the predicted gradual increase in world tuna prices, the 
outlook is for the company to provide increasing employment 
and revenue opportunities in the coming years. 





Forestry: 


Recent increases in world prices have greatly enhanced the 
value of timber exports. The five expatriate companies 
engaged in timber harvesting have been able to supply the 
local market for sawn timber, and the National Develop- 
ment Plan target for local processing of one-third of 
timber exports seems within reach. 


Palm Oil: 


The 13,000 hectare estate established as a joint venture 
by the government and the Commonwealth Development 
Corporation reached 30% of its potential production in 
1976. Full production is scheduled for 1979 when all 
plantings will have matured. Government revenues from the 
estate are expected to play a major role in replacing re- 
current budgetary support aid by 1981. 


Cocoa: 


The bulk of current production comes from a single, expa- 
triate held plantation. Recent high prices have led to 
extensive small holder plantings and a rapid increase in 
production can be expected by 1979. 


Rice: 


A U.S. firm, Brewers Solomons Associates, took over an 
irrigated rice project in 1974 and now has 1,000 hectares 
in production. Despite pest and weather problems, the 
company plans to double the area under cultivation for 
total investment of USS$4.5 million. By 1978, Brewers' 
should fully meet the local consumption of 5,600 metric 
tonnes and begin exports to the South Pacific area. 


Livestock: 


Cattle herds have expanded to 25,000 head in 1976, well 
above the target set by the NDP. Under a recently funded 
ADB project, the Solomons should become self sufficient in 
meat production, and the possibility remains for beef ex- 
ports in the 1980's. 





Wages: 


A basic urban wage of S.I. 15 cents an hour (US16.34 cents) 
was announced in 1975 for workers who are provided accom- 
modation. The basic wage for workers without accommoda- 
tion is S.I. 18.4 cents per hour. There is no basic wage 
for rural workers. The Minimum Wages Board has not seen 
fit to increase wages since 1975. 


Budget and Aid: 


The government has both a recurrent budget, which is large- 
ly funded from local revenues, and a capital budget which 
is almost entirely dependent on U.K. aid. The most strik- 
ing recent development is the marked increase in the 
capital budget, as investments are made in economic infra- 
structure. 


TABLE IV BUDGETARY LEVELS 


(uSs$'000) 


1974 


Current Expenditure 12,009 
Current Domestic Reserves 10,908 
U.K. Grant-in-Aid 2,044 


Current Budget Balance 942 


Capital Expenditure 5,096 
Foreign Grants 4,843 
Local Receipts 220 
Capital Budget Balance 22 
The British grant aid of 26 million pounds will maintain 


the capital budget at its present level for the first 
four years of independence. After that period, U.K. aid 





will probably continue in the form of long term loans. 
There is a prospect of increasing Australian assistance 
for the capital budget (US$550,000 in 1976). 


Foreign Investment: 


The Cocoa Oil Palm plantation and the Brewers Solomons 
rice project are the major recent foreign investments in 
the Solomons. A bauxite project on Rennell Island, and 
a smaller deposit on Vagena have been surveyed but 
temporarily shelved due to low world bauxite prices. 

The government is actively seeking commercial investment 
as a major force in the countries development. Invest- 
ment may be direct or by joint venture with a local 
business on the government. The government is likely to 
prefer joint ventures in projects of major significance. 





IMPLICATIONS FOR THE UNITED STATES 
U.S. Investment: 


In June 1976, the government released a list of areas 

open to investment which included large scale development 
of natural resources in mining, agriculture, and forestry. 
Surveys have been made on deposits of chromite, copper, 
silver, and bauxite. To date, bauxite and chromite are 
the only minerals known to be present in commercial quan- 
tities. Large areas of land suitably for commercial ex- 
ploitation of tropical crops are available on the 
Guadalcanal plains, adjacent to the oil palm and rice pro- 
jects. 


In the Embassy's view, the government's attitude towards 
foreign investment is quite positive. Private commercial 
investment is viewed as the most efficient means to de- 
velop the economy. Those interested in investment in the 
Solomon Islands should contact: 


Commercial Investment Committee 
P.O. Box 610 
Honiara, Solomon Islands 


U.S. Exports to the Solomons: 


The U.S. currently supplies only 5% of Solomon Islands 
imports, mainly machinery and transport equipment. U.S. 
bulk exports to the Solomons are currently hampered by 
difficult shipping arrangements, usually necessitating 
transhipment in Sydney. A less costly routing is now 
available by shipping Farrell Lines from West Coast U.S. 
to Lae, Papua New Guinea, and transhipping to Honiara. 
Virtually all manufactured items are now imported into 
the Solomons. A growing market exists for small manufac- 
turing plants for such essentials as nails, barbed wire, 
tin cans, and etc. Interested parties should contact: 


Solomon Islands Chamber of Commerce 
P.O. Box 64 
Honiara, Solomon Islands 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 





Printing and publishing 
developments were 
easy to follow. 


 @ | XN | 
a 8 





But today, you need 


PRINTING AND 
PUBLISHING 


to keep up with what’s going on in the more than 40,000 companies that comprise the U.S. 
graphic communications industries. 


Printing and Publishing is the U.S. Department of Commerce’s authoritative quarterly review 
that provides the facts and figures on employment, earnings, production, exports and imports, 
and other key industry areas. A $3 year’s subscription brings you fresh data plus analyses of 
current conditions and trends from the Bureau of Domestic Commerce. 


Return this coupon now to start your subscription. 


ENTER MY SUBSCRIPTION TO PRINTING AND PUBLISHING. C 41.18 [] Remittance Enclosed 
at $3.00. Add $.75 for foreign mailing. No additional postage is required for mailing (Make checks payable 
within the United States or its possessions. to Superintendent of 
Send Subscription to: Documents) 
Charge to my Deposit 
Account No. 


PLEASE PRINT 


MAIL ORDER FORM TO: 
Superintendent of Documents 
Government Printing Office 
Washington, D.C. 20402 





